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GBP 435.0 million of Debt Securities affected

London, 28 October 2014 -- Moody's Investors Service has assigned a definitive long-term credit rating to Variable
Funding Notes issued by Charles Street Conduit Asset Backed Securitisation 1 Limited:

....GBP435.0M Variable Funding Notes due 2050, Assigned Aa2 (sf)

Moody's has not assigned a rating to the GBP122.7M Subordinated Notes.

This transaction is an asset backed conduit securitisation by Jerrold Holdings Ltd (not rated), with the portfolio of
loans backed by properties in England, Scotland and Wales with many of the borrowers being credit impaired. The
portfolio includes small second charge loans, BTL loans and short term bridging finance with a maturity of two
years or less.

RATINGS RATIONALE

The rating of the notes is based on an analysis of the characteristics of the underlying mortgage pool, sector wide
and originator specific performance data, protection provided by credit enhancement, the roles of external
counterparties including back up servicer and back up cash manager and the structural integrity of the transaction.

Moody's determined the MILAN CE of 35.0% and the portfolio expected loss of 7.5% as input parameters for
Moody's cash flow model, which is based on a probabilistic lognormal distribution.

Portfolio expected loss of 7.5%: this is higher than the UK Non Conforming RMBS sector average and was
evaluated by assessing the originator's historical performance data, inclusion of second lien loans, commercial
lending and bridging loans, and benchmarking with other UK RMBS transactions. It takes into account Moody's
positive outlook on UK Non Conforming RMBS and the improved UK economic environment.

MILAN CE of 35.0%: this is higher than the UK Non Conforming RMBS average and follows Moody's assessment
of the loan-by-loan information taking into account the historical performance available and the following key
drivers: (i) the presence of second lien loans, commercial lending and bridging loans, (ii) the revolving nature of the
deal and the portfolio limits on LTV, arrears and loan purpose and (iii) the current portfolio characteristics including
CLTV of 52.1%, and 17.0% of borrowers with a prior CCJ, IVA or bankruptcy.

Operational Risk Analysis: A back up servicer (Vertex Mortgages Services Limited, not rated), and back up cash
manager (Royal Bank of Scotland plc, Baa1/P-2) have all been appointed at closing. The back up cash manager is
required to step in within two business days and perform the duties of the cash manager if the cash manager
defaults in making payments due under cash manager agreement subject to a two day grace period. Vertex
Mortgages Services Limited is the back up servicer and is required to service the loans immediately on termination
of the servicer's performance guarantor's obligations under the servicing deed or within 60 days of Jerrold being in
breach of financial covenants. Vertex has mapped functions performed currently by Jerrold to ensure that it would
be able to continue performing those functions. To help ensure continuity of payments the deal contains estimation
language whereby the cashflows will be estimated from the three most recent servicer reports should such a
document not be available. The reserve fund, held in an account with Lloyds Bank Plc (A1/ P-1), covers 2.0
months of liquidity at close assuming Libor of 5.7% and as it can only be used for interest and fees it should be
available as a source of liquidity in all but the most extreme loss scenarios. Additionally during the revolving period,
principal to pay interest for the variable funding notes (VFN) is a further source of liquidity. The issuer account is
held at National Westminster Bank plc, (Baa1/P-2), however there are no provisions for replacement as long as it
is held with National Westminster Bank PLC. This results in the rating of the note being linked to the credit
worthiness of National Westminster Bank PLC.

Transaction structure: The transaction benefits from an amortising reserve fund equivalent to 1.5% of the
outstanding VFN balance with total credit enhancement, excluding excess spread, for the VFN being 23.9%.



Excess spread is around 15.2% at closing and following the end of the revolving period will be used to accelerate
the repayment of the VFN.

Interest Rate Risk Analysis: As there are no swaps in the deal, Moody's has modeled the spread taking into
account the requirements for the weighted average margin on the assets being greater than Libor plus 6% and the
requirement for 95% of the assets to yield at least Libor plus 5%.

Moody's Parameter Sensitivities: At the time the rating was assigned, the model output indicated that the VFN
would have only been rated one notch lower at Aa3 if the MILAN CE was increased to 42% from 35% and two
notches lower at A1 if the expected loss was increased to 11.25% from 7.5% assuming all other factors were
constant. Moody's Parameter Sensitivities provide a quantitative/model-indicated calculation of the number of
rating notches that a Moody's structured finance security may vary if certain input parameters used in the initial
rating process differed. The analysis assumes that the deal has not aged and is not intended to measure how the
rating of the security might migrate over time, but rather how the initial rating of the security might have differed if
key rating input parameters were varied. Parameter Sensitivities for the typical EMEA RMBS transaction are
calculated by stressing key variable inputs in Moody's primary rating model.

The ratings addresses the expected loss posed to investors by the legal final maturity of the notes. In Moody's
opinion, the structure allows for timely payment of interest and ultimate payment of principal with respect to the
Notes by the legal final maturity. Moody's ratings address only the credit risks associated with the transaction.
Other non-credit risks have not been addressed, but may have a significant effect on yield to investors.

The principal methodology used in this rating was Moody's Approach to Rating RMBS Using the MILAN
Framework published in March 2014. Please see the Credit Policy page on www.moodys.com for a copy of this
methodology.

Factors that would lead to an upgrade or downgrade of the rating:

Upward pressure on the ratings could result from better-than-expected performance of the underlying assets.

Downward pressure on the ratings could result from significantly different loss assumptions compared with our
expectations at close due to either a change in general economic and real estate market conditions from our
central scenario forecast or idiosyncratic performance factors would lead to rating downgrades. Additionally a
deterioration in credit worthiness of National Westminster Bank PLC as issuer account bank would cause a
downgrade of the rating.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections Methodology
Assumptions and Sensitivity to Assumptions of the disclosure form.

Moody's did not receive or take into account a third-party assessment on the due diligence performed regarding
the underlying assets or financial instruments in this transaction.

Further information on the representations and warranties and enforcement mechanisms available to investors are
available on http://www.moodys.com/viewresearchdoc.aspx?docid=PBS_SF370612.

The analysis relies on an assessment of collateral characteristics to determine the collateral loss distribution, that
is, the function that correlates to an assumption about the likelihood of occurrence to each level of possible losses
in the collateral. As a second step, Moody's evaluates each possible collateral loss scenario using a model that
replicates the relevant structural features to derive payments and therefore the ultimate potential losses for each
rated instrument. The loss a rated instrument incurs in each collateral loss scenario, weighted by assumptions
about the likelihood of events in that scenario occurring, results in the expected loss of the rated instrument.

As the section on loss and cash flow analysis describes, Moody's quantitative analysis entails an evaluation of
scenarios that stress factors contributing to sensitivity of ratings and take into account the likelihood of severe
collateral losses or impaired cash flows. Moody's weights the impact on the rated instruments based on its
assumptions of the likelihood of the events in such scenarios occurring.

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain

http://www.moodys.com/viewresearchdoc.aspx?docid=PBS_SF370612


regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings,
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for
the respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating
outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT



MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATION") MAY INCLUDE MOODY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS,
OR DEBT OR DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN
ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE
VOLATILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO
INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE
RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR
ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH
DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

 

MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY'S CREDIT
RATINGS OR MOODY'S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY'S PRIOR WRITTEN CONSENT.

 

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable.
Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be
reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and
cannot in every instance independently verify or validate information received in the rating process or in preparing
the Moody’s Publications.

 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to
use any such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives,
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited



to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial
instrument is not the subject of a particular credit rating assigned by MOODY’S.

 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity,
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the
control of, MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers,
arising from or in connection with the information contained herein or the use of or inability to use any such
information.
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MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation ("MCO"), hereby discloses that most
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually
at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and
Shareholder Affiliation Policy."
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